
I I .  C.4BLE SERVICES COMPETITION. 

I.?. The Minneapolis-St. Paul MSA is primarily served by one major cable Multi 

Service Operator C'MSO') - Corncast.*' In April 2005, as part of a $1 7.6 billion bid to 

purchase the assets of Adelphia Communications (which was operating under Chapter 11 

bankruptcy protection). Comcast and Time Warner Cable announced an agreement to 

exchange cable properties-an exchange that included the transfer of Time Warner 

Cable's properties in Minneapolis to Comcast.22 As a result of this transaction, Comcast 

announced that it would add 193,000 Time Warner Cable subscribers in Minneapolis to 

its 345,000 subscribers in the St. Paul and northwestern suburban areas to become the 

dominant cable provider in the Minneapolis-St. Paul MSA. The transfer of the 

Minneapolis cable franchise to Comcast was approved by the Minneapolis City Council 

i n  July 2006. and today Comcast serves approximately 600,000 households in the 

Minneapolis-St. Paul MSA with cable television, telephony andor high-speed internet 

service:. 7 3  

14. 4 detailed map of Comcast's network in the Minneapolis-St. Paul MSA is 

proprietary and not available to Qwest. However, the "Comcast Spotlight" map 

presented on the Comcast website (see Exhibit 1. page 1) clearly shows that Comcast's 

21 Some Qnest \\ire centers. especiall) in the I . a k  Minnetonha area. are served by Comcast and Mediacom. And. as 
d later iii this dsclaration. Charter Comniunications and IJ S Cable each serve a limited number orsmaller 

communitics uiihin thc MSA. 
22 njx.:! ' 1 , ~  ~,.~,i,~,,,~,i~,I~.c~,iii i u i i i c i l i ~  .lories ~tJ051~l1~14:dai1~~54.liln1l. See Exhibit I .  Page 4 
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cable coverage area in the Minneapolis-St. Paul Designated Market Area ("DMA")24 

encompasses nearly all of the Minneapolis-St. Paul MSA, and indicates that Comcast 

serves customers in 48 of the 5 8  Qwest wire centers in the MSA." In fact, according to 

this Comcast media coverage map. the Comcast network serves Qwest wire centers that 

contain over - of Qwest's residential lines and approximately - of 

Qwest's switched business lines in the Minneapolis-St. Paul MSA.26 

Comcast has reported that nationally. it provides cable service to 24.2 million of the 45.7 

million homes it passes. for a penetration rate of 51.3%." Assuming this same 

penetration rate holds true for Comcast in the Minneapolis-St. Paul MSA, its network 

\vould pass approximately 1.2 million homes.'* 

15. Comcast Digital Voice ( T D V ' )  service, which utilizes VoIP technology, is 

available to virtually all of its customers in the Minneapolis-St. Paul MSA,29 and 

Comcast is marketing its CDV offering aggressively, as described below. With 1.2 

21 

thc Minncapolis-Si. Paul Dcsignatcd Markct Arca (" DMA) .  DMA is a term commonly used in the media industry to 
define geographic covrrage arzas for ad\enising purposes. 'The data provided as Exhibit I ,  pagc 1. includcs a map of 
('nmcxst's coverage area in the Minnzaprrlis-SI. Paul [)MA. along with the number of cable houscholds in each 
pcographic Lon< wilhin the DM.4 .  This data is offered to potential advertisers as a rrprrsmtation of the geographic 
rcach zidvcrtissrs can expect when using the Comcast network to distribute advertising. and represents a reasonahle 
appm\imaliirn of ('omcast's nrt rark facililie> footprint within the Minneapolis-St. Paul DMA. 
.. - 5  

26 

17 

28 

29 

cLtstomers in Minneapolis. ('omcast hepan offcring CDV to its St. Paul area customers in early 2006. 

O n  its -Tomcast Spotlight" v.chsitc. C'omcast rcports its media coverage area and the numher of cable households in 

Sonic Quest n i w  ccmcrs. cspcciall! i n  the I.& Minnctonka area. are also sewed b! Mediacom. 

Source: QWSI I'orccast Data Mart &ala as irlllecsmher 2OOh. 

Comcast IOK. lilcd with Ihr SFC on Fchruar) 2% 2007. page 3. 

This estimatc is derived as f i i l lous:  h00.000 households bervcd 10.513 penetration rate = 1,169.591 homes passzd. 

I ' iiorto transkrrinp its kaCililic\ to Comi.ast. 'Iimc Warner Cable had brrn otrering digital phone service to its cable 
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million homes passed in the Minneapolis-St. Paul MSA, if Comcast achieves its goal of a 

20% CDV penetration level by 2009 (see below). this would equate to over 200,000 CDV 

customers. 'I hese phone service customers are served entirely via Corncast-owned 

network facilities. as Comcast does not rely on Qwest wholesale network elements in the 

provision of its telephone services. 

16. Comcast's CDV offering has been growing rapidly on a national basis, and this 

yromth is accelerating. In 2006. Comcast senior leadership expressed highly optimistic 

prospects for growth in its digital voice telephone operations over the next three years. 

John Alchin. co-Chief Financial Officer for Comcast stated: 

"In that time frame. it is entirely conceivable and even probable that WK 

could add 10 million phone customers."" 

In Scptember 2006, Comcast reported that it was expecting to add 1.3 million to 1.4 

million digital phone customers nationally for the year versus the 1 million additions it 

had previously estimated.'' However, Comcast's success with its Digital Voice product 

in 2006 actually exceeded these projections; Comcast added over 1.5 million digital 

phone customers for the year." 
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According to its Fourth Quarter 2006 Report. Comcast has a nationwide subscriber base 

of 2.5 million telephone subscribers. with 1.86 million CDV subscribers and 652.000 

circuit switched telephone c u ~ t o m e r s . ~ ~  Comcast reported rapidly accelerating CDV 

growth throughout 2006. Following growth of 232,000 subscribers in the first quarter, 

326.000 subscribers in the second quarter, and 483,000 subscribers in the third quarter, 

Comcast added 508.000 CDV customers in the fourth quarter of 2006.34 In describing 

Comcast's 2006 performance. Chairman and CEO Brian Roberts proclaimed: 

3006 was simply our best year ever. Powered by our triple play offering 
and superior products, we added more RGUs [Le.. revenue-generating 
units] than at any other time in our history and reported terrific growth in 
cable revenue and Operating Cash Flow. This record-setting performance 
demonstrates substantial operating momentum: and we could not be more 
enthusiastic about the future." 

By year end 2007. Comcast plans to have CDV service available to 40 million homes 

nationally, and projects that it will provide CDV to 8 million-r 20%-of these 

customers by 2009.3h Comcast has reported that the company's Digital Voice service 

uas  drhing the adoption of other products, with 80% of its CDV customers also 

purchasing cable and high speed internet." 

14 
Ci l i youp  Enlcriainment. Mcdia and Tclccommunicalions Conrerencc. Prrscntalion of Cnrncast. January 9. 2007: 

&.,,mv \~\c.iac;iS!i.orn ii~hi.aitii.itirrou~,emrli7'04 IO3OXY.cfin. See Exhibit I .  Page 26. 
35 

I .  2007. Page I. See Exhibit I .  Pdgc 11. 
3 h 

Citi iroup Enlcnainmsnt. hlcdia and T 
page I I: see: 1111~): , + N \ L \ ~  

37 

('orriciisr Ri,p.por.r.s 2006 Residts mid Oirt look/?w 7llU7, .4nnounces 3 4 ~ 2  Stock Spiit. Press Release issued Fehruary, 

mications Conference. I'resentiltion of Comcasc. Sanuaq 9. 2007: 
iti~rou~~'cint07~05103689.cfin. See Exhibit I ,  Page 26. 

Id. 
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17. Comcast currently offers its CDV service, which is provided via VoIP 

technology,'* to residential customers served via the Comcast network at a standard price 

of $39.95 for customcrs already subscribing to Comcast cable television and high speed 

internet service. For customers with either Comcast cable television service high 

speed internet service. Comcast prices its CDV service at $44.95 per month. If the 

customer wishes to subscribe o& 10 CDV service. Comcast's monthly rate for the 

service is $54.95. Comcast Digital Voice service includes unlimited local and long 

distance calling (including free long distance calls to Canada) plus 12 standard calling 

features.'" Comcast has also been aggressively promoting its "triple play" bundle of 

Comcast Digital Cable, Comcast High-speed Internet and Comcast Digital Voice to new 

customers in the Minneapolis-St. Paul area (other promotions are available for existing 

customers). Comcast's promotional rate for this bundled package is $99.00/month for 12 

months, after which time the price increases to $135.38.40 In addition. Comcast has 

recently been using direct mail advertising in the Minneapolis-St. Paul area to offer its 

C'DV service at a price of $29.95 for 4 months.4' This particular promotion appears to be 

targeted to select customers. and is offered on a limited-time basis. 

i X  

suhscrihcrs to usc C'onieasl's coakial loop net!rorh. Comcasl's lelephone service is not  rrffcrcd to an? subscriber that 
sobscrihes to broadhand scrvicc h i l i  a pro\ ider olhrr lhan Corncast. 

While Corncast uscs VolP  technolog) in prwiding telephone services. Corncast requires its digital lclephone 

Sce Eshibit I .  I'ag?s 45. 

l i t t l ) : ~ . ~ ~ i i \ i . C ~ ~ i i i C i l s l . C ( ~ ~ ~ .  h d > i n  i lon ~dcfiiolt.ashx. See Exhihit I .  Page 49. 

See Exhihit I .  I'afe 59. 

-111 

41 

REDACTED - FOR PUBLIC INSPECTION 15 



18. While Conicast has traditionally marketed its services to residential consumers, 

this focus is now expanding. Comcast recently announced that its "next great business 

opportunity" is 10 sell internet. voice and video services to small and medium sized 

businesses.42 On August 7, 2006, Comcast announced the appointment of Mr. William 

Stemper as president of Comcast Business Services. In announcing Mr. Stemper's 

appointment. Dave Watson. Executive Vice President of Operations for Comcast stated: 

I'm thrilled that he will lead Comcast's continued efforts as we leverage 
our unparalleled network to deliver video. voice and data services for the 
business marketplace.'" 

Comcast states that its target is to capture 20% of the phone market in five years, 

resulting in $12 to $15 billion in additional revenues. Comcast also announced that it 

would invest $250 million in 2007 and $3 billion over five years to serve these business 

customers. 44 

On March 2 I .  2007: Comcast announced the opening of a call center in Centennial, 

Colorado, that will serve as "one of two facilities nationwide dedicated to the company's 

small business clientele"45 in Minneapolis-St. Paul and elsewhere. According to 

Comcast. the center will initially be staffed with 100 employees, with room to expand to 

42 

43 

44 

Corncast defines this niarkct as husincsrcs n i t h  less than 20 employees 

hiip: U \ Y V  . c ~ i . s h . c o m ' ~ h o ~ ~ ~ ~ l 1 1 ~ ~ ~ l l ' l c = I J 7 ~ 6 j & ~ = i n ~ l - n c r ~ ~ ; 1 n i c l c  ~f&lD=XY2959. Sce Exhihit 1.  Page 60. 

Citigroup Entertainment. Media and Telecommunications Conference. Presentation of Comcast. Ianuar). 9. 2007; 
. See Exhihit 1.  Page 26. Also. see 
I. 2007. See Exhihit 1. Page 61. 

45 
! i t t ~ > : .  u ,,,,.~~~~~~~~,,"~,i,,,,~,,, ~ u i n  ~ l r m n ~ 1 c c h . ' ; r ~ i c l c t 0 . 2 7 7 7 . l ) ~ ~ ~ ~  23Vl ( l  553 lJb-l.O(l.ht~ni. Sce Exhihit I 

I ' a g  62. 
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400 employees.J6 In making this announcement. Jim Erickson, Comcast’s vice president 

of business services for the west division stated: 

‘I’he Centennial office will play an integral part in the nation’s largest 
cable company‘s plans to offer a bundle of phone, Internet and video 
services to the estimated 5 million small businesses in its territory. 
Comcast already offers Internet and pay TV to businesses but will ramp up 
efforts when it launches phone senrice later this year.47 

C’learly. Comcast is already positioning itself to pursue its “next great business 

opportunity.” 

19. Comcast’s commitment to the Minneapolis-St. Paul area is illustrated by its 

announcement on March 14,2007 that it would be adding 200 jobs in the Minneapolis-St. 

Paul area, representing an 11% increase in its existing workforce of 1,800 in the Twin 

Comcast advised that the new jobs would be in “direct and commercial sales, 

communication technolog) and customer service in the call  center^."^' 

20. Finally. Comcast and other cable providers are now moving into the wireless 

market. Comcast. along with ‘Time Warner Cable, Cox Communications and Advanced 

Ncwhouse are involved in a joint vcnture with Sprint Nextel to provide integrated mobile 

phone service to their cable customers.”’ Comcast began offering the Sprint Nextel 
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\+ireless service in Boston and Portland in 2006. and plans to expand to other areas in 

2007 (Comcast has not yet publicly revealed its wireless implementation plan for the 

Minneapolis-St. Paul MSA).” This arrangement allows Comcast to fill a gap in its 

product portfolio, and will enable Comcast to offer the ”quadruple play” bundle of 

services to customers. consisting of video, broadband internet access. digital telephone 

and wireless service. Since customers clearly prefer one-stop shopping for their 

communications services, this arrangement is a tool for Comcast to drive up penetration 

rates for all services in the bundle. 

Corncast sees mobility as a u.ay to add more convenience and value to its customer base. 

I n  an article on CNet. Toni Nagel, senior vice president and general manager for wireless 

at Comcast. stated “There is no question that wireless ties all of our services together. 

The idea is you can take the services you enjoy at home with you when you’re on the go 

using a mobile device.”’2 According to this article, Comcast’s initial launch “will allow 

customers to access their e-mail, cable TV guide and home voice mail from their cell 

phones. They‘ll offer some video content on their phones that would otherwise be 

awilable only at home. Eventually. the cable companies want to allow customers to be 

able to do things like program their DVRs remotely from their handsets.”53 
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21. 

providers as significant and continuing. For example, Fitch Ratings states: 

Independent industry analysts identify ILEC access line losses to cable telephony 

The competitive impacts of technological change remained intense, as 
expected. in 2006 and this should continue in 2007. Cable multiple 
system operators (MSOs) have aggressively rolled out digital telephony 
services using voice over Internet protocol (VoIP) technology that has 
increased retail access line erosion of incumbent local exchange carriers 
(ILECs). The scale of this erosion, which is expected to reach a total of 
approximately 6 million. representing cable telephony net additions in 
2006 of more than 3 million, has increased with the widespread 
availability of cable telephony and its associated multi-service bundles.54 

Like the majority of cable MSOs, Comcast has deployed VoIP technology to support 

continued growth in its digital telephone market segment. Industry analyst Light Reading 

states: 

North American cable operators are now signing up an average of about 
11.000 new customers a day for IP phone service, up from 9,900 
customers per day in the first quarter. Although impressive, that's not too 
surprising given that all three of the biggest cable IP phone players - Time 
Warner Cable. Cablevision Systems and Comcast - are now signing up 
close to 10.000 or more subscribers every week." 

Clearly. Comcast and other cable service providers see the provision of telephone service 

as a key ingredient in their strategy to expand the customer base and improve revenue 

streams by driving up the number of customers purchasing multiple services in addition 

to basic cable television service. 

54 

68.  
5 5  

K e p l a t i q  Ficnt Risk Hcadlincs Filch's U S .  Tclccom Outlook Sor 2007. Novcmber 29. 2006. See Exhibit 1. I'ape 

liiip: ''I) \i\\.!j~hlri.adin..c~irii.doc~i.asn..'doc id- I OX862Rprinr-1rr~c:. See Exhihit I .  Page 76. 
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22. While C'omcast is the dominant cable provider. Mediacom. Charter, and U S 

Cable each serve some customers in the Minneapolis-St. Paul MSA. Mediacom provides 

cable. high speed internet and phone service to portions of the west and southwest 

suburbs of the Minneapolis-St. Paul MSA. including the area around Lake Minnetonka. 

Monthly prices for Mediucom f'hone service (with 14 features and unlimited nationwide 

calling) are $29.95 for customers that also order both cable and high speed internet, 

$39.95 for customers ordering cable or high speed internet. and $49.95 for customers 

ordering a la carte.5h Charter provides cable service to customers in the northwest portion 

of the MSA including the Qwest exchanges of Buffalo and Elk River, and now offers 

telephone service to customers in these two exchanges. Charter is currently promoting 

phone service as part of a package that also includes digital cable and high speed internet 

seniccs for an introductory '.Charter Bundle'' price of $99.97.57 U S Cable serves some 

north and northeast suburban areas of the Minneapolis-St. Paul MSA-such as Forest 

Lake. Isanti and Cambridge-that in total represent less than 3% of Qwest's access lines 

in the Minneapolis-St. Paul MSA. lJ S Cable does not as yet offer its own telephone 

service, but it does provide broadband internet service, enabling its customers to purchase 

VolP telephone services from independent VoIP providers. 

111. CLECs 
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2.3. In addition to Corncast, as of December 31, 2006 there are over - 
unaffiliated C'LECs currently offering telephone services in competition with Qwest in 

the Minneapolis-St. Paul MSA. Of these CLECs, - are providing service to 

customers via their own non-Qwest network facilities, - are providing service 

utilizing UNE Loops, - are providing service using the Qwest Platform Plus 

inished wholesale service and - are reselling Qwest retail services.59 

It is important to note that CLECs utilizing non-Qwest network facilities, QPPIQLSP 

and/or resale are not rdiont upon Owest llNEs to provide service to their customers. 

(..QPP")i8 . 

24. CI..ECs are utilizing Qwest wholesale services to compete with Qwest in every 

wire center in the Minneapolis-St. Paul MSA. Highly Confidential Exhibit 2 shows the 

distribution of Qwest wholesale services purchased by CLECs as of December 2006, 

segmented by residential and business line categories. Since Qwest has no means of 

determining the type of retail service CLECs provide to end users when they purchase 

stand-alone"l UNE-L and Enhanced Extended Loop ("EEL") services, these wholesale 

services are attributed to the "business" category in this summary.6' It is important to 

note that the data in Highly Confidential Exhibit 2 excludes any CLEC access lines 

served via: (1) CLEC-owned loop and switching network facilities, (2) Special Access 
~ ~~ 

iX 
Qwcst Local Services I'laiTorm ("QI.SP') i s  thc Qwcst wholesale scrvice that replaces QPP sewice as Qwesl/CLEC 

QPP commercial agreements expire. Qwest signed QLSP agreements with several CLLCs in late 2006 and early 2007. 
Hrrwever. based on thcsc agrecment3. the uim\-ersion of QI'P lines to Q I S P  lines hegan after January I. 2007. Thus. 
Qwesl's Dcccmhcr 2006 uholcsalc in-service tracking data includcs QI'P lines. hut not QLSP lines. 
59 

60  

61 

cuslimeis. 'I'hus. i t  i s  rsasonahle to attrihute (!NE I.aups to the husinris catcgor?. 

O ~ c c t  \\holesale tracking \>slrms. I)ecemher 2006. 

In this contest. '-sland-alrme" means 1 !NE-I.  that i s  not purchased in eon.iunction uith QPP or QLSP service. 

Thr hulk of llNl: I.oops arc purchascd h! CI.IICs that market their services almiist exclusively to husiness 
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service purchased from Qwest. or ( 3  ) network facilities leased from non-Qwest providers, 

and therefore represents only a subset of CLEC lines in service in the Minneapolis-St. 

Paul MSA. 

25. To the extent CLECs are utilizing their own networks to serve residential and 

husiness customers in the Minneapolis-St. Paul MSA, Qwest has no means to obtain 

precise in-service access line counts. However. Qwest does track the number of white 

pages listings. by rate center. for CLECs that are “facilities-based” (those utilizing 

CLEC-ow-ned switches and loops, such as Comcast. andor those utilizing CLEC-owned 

sw-itches and unbundled loops or Special Access services purchased from Qwest), and 

Qwest can use this information to estimate the number of lines served by such C L E C S . ~ ~  

Based on white pages listings data as of January 2007, there are approximately - business lines and - residential lines associated with 

facilities-based CLECs in the Minneapolis-St. Paul MSA rate centers. Following is a 

hrief overview of several CLECs now serving the Minneapolis-St. Paul MSA, with 

particular emphasis on CLECs that utilize their own facilities, 

36. AT&T. the largest telecom company in the U.S., offers a wide range of 

telecommunications services to all classes of residential, small business and enterprise 

h2 
About 75% ol’Quest‘s residential lines atid 360. of its business lines are listed in the white pages directories. Qwest 

asiumcs the CLtC‘s‘ cwtomcr hases uill have similar listings per line ratios. and estimates facilities-hased CLEC lines 
o n  this basis. Note that husincss customers ofien elect to list onl) their primary telephone number in the white pases 
directory. so that there are significantly more business lines than business white pages listings. To the exient customers 
n1faciIities-hdsed CIXCs do not request that their tclephone numhers he included in the Qwest white pages listings 
datahase. these ielephonc nunihers are in01 reflected in the facilities-based CIEC customer white p q e s  listings at all. 
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husincss customers in the Minneapolis-St. Paul MSA. According to its website, AT&T 

provides solutions designed to meet all personal communications needs (at home and on 

the go) as wcll as the needs of small, medium, large and global businesses and 

governmental entities. 

AT&T is a significant provider of wireless services, and offers wholesale services to 

other carriers." In addition, AT&T has expanded its product reach by offering its 

Callvantage VoIP service-which bypasses Qwest's switched voice network-to any 

customer in the Minneapolis-St. Paul MSA with a broadband c ~ n n e c t i o n . ~ ~  AT&T also 

offers one of the most extensive VoIP service portfolios for businesses, thereby "enabling 

enterprises to migrate seamlessly between traditional and next-generation ~ervices . ' '~~ 

According to GeoTel, AT&T has over - route miles of fiber within the 

Minneapolis-St. Paul MSA. This fiber may be used to provide a wide range of voice and 

data services to customers without relying on the purchase of Qwest wholesale services.66 

27. Integra is a facilities-based CLEC providing a range of services to small and 

enterprise business customers, including basic business voice lines. long distance 
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services, T-1 services. voiceidata integrated services, features, private line services, 

internet access. etc." In describing itself, Integra states: 

Integra Teleconi, 1nc. is a facilities-based. integrated communications 
carrier. dedicated to providing a better choice for businesses in eight 
western states. It owns and operates a best-in-class carrier network ... the 
company serves nearly 400.000 lines in the metropolitan areas of Arizona, 
California, Idaho. Minnesota. North Dakota, Oregon, Utah and 
Washington. In contrast to companies that simply resell services from the 
monopoly Regional Bell Operating Companies (RBOC), Integra owns and 
operates its own network offering local dial tone. domestic and 
international long distance, high speed Internet and data services 
(including digital subscriber line or DSL), voice messaging, and numerous 
ancillary services designed to support the communications needs of 
businesses.@ 

On March 20. 2007, Integra Telecom, Inc. announced that it has entered into an 

agreement to purchase Minneapolis-based Eschelon, pending governmental and 

shareholder approvals expected in the third quarter of 2007. At that time, Integra 

estimates that combined IntegraiEschelon revenues will be approximately $700 million 

annually and that the combined companies will "serve an average of 20 percent of the 

businesqes in the metropolitan areas in which they operate," which includes the 

Minneapolis-St. Paul MSA."l Since Integra and Eschelon remain separate entities until 

the transaction is finalized. this declaration will discuss the market characteristics of the 

current Integra and Eschelon separately. 
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On August 1. 2006. Integra acquired Electric Lightwave. which is a fiber-based carrier 

serving 23 metropolitan areas. including Minneapoli~.~’ In discussing its acquisition of 

t-lectric Lightwave. Integra stated: 

Through its acquisition of Electric Lightwave in 2006, Integra owns and 
operates an eight-market. 2,200 route mile (160.000 fiber miles) 
metropolitan area network. with direct fiber access into over 580 major 
commercial buildings. Many other competitive local exchange carriers are 
scrambling to find network alternatives in response to recent FCC rules 
that increase the cost of leasing network from the Bell companies. Integra, 
by acquiring Electric Lightwave’s metropolitan area network, becomes 
one of the first to insulate itself from this unpredictable landscape of 
telecom reg~lat ion.~’  

According to GeoTel. IntegrdELI has approximately - route miles of fiber 

within the Minneapolis-St. Paul MSA.” 

Interestingly. on September 16. 2006, Integra announced the results of business “market 

share” research conducted for Integra by Riley Research Associates during July and 

August 2006 in seven MSAs, including the Minneapolis-St. Paul MSA. The results of 

this research (which do not appear to account for the presence of intermodal competition) 

estimated that Qwest held 42% of the business market while the combination of Comcast, 

Global Crossing (tka Frontier), Eschelon, AT&T, McLeod, Integra (prior to the ELI 

acquisition). POPP. Verizon and Sprint held 39% of the business market. All other 
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('LECs held 19% of the business While not dispositive, Integra's own data 

shows a significant level of competition in the business telecom market in the 

Minneapolis-St. Paul MSA, and Integra is well positioned with its acquisition of 

facilities-based Electric Lightwave (and in the future, Eschelon) to make even greater 

inroads into the small business and enterprise business markets in the area 

28.  Headquartered in Minneapolis, Eschelon is a major facilities-based CLEC 

providing services to small and enterprise business customers in a number of markets in 

the western U.S.. including the Minneapolis-St. Paul MSA. As noted above, Integra has 

announced its intention to purchase Eschelon. 

In describing its operations. Eschelon states: 

Eschelon Telecom. Inc. is a facilities-based competitive communications 
services provider of voice and data services and business telephone 
systems in 45 markets in the western United States. Headquartered in 
Minneapolis, Minnesota. the company currently employs approximately 
1.400 telecommunications/lnternet professionals, serves over 60,000 
business customers and has in excess of 570,000 access lines in service 
throughout its markets in Arizona, California, Colorado, Minnesota, 
Montana. Nevada. Oregon. Utah and Wa~hington.'~ 

Eschelon offers a broad range of voice and data services to small and enterprise business 

customers. including local exchange service. digital T-1 services. digital PBX trunks, 

71 !JD~:L\L\ n . ini~Pr~tclccOm.cnm. a h u u t , n m  s, tie\$ s i-rl~ascs;200hiZ006-0')-?6 i i c ~  s ~ & a ~ t . i i ~ ~ .  See Exhibit 3.  Page 
I ? .  'The Integra-sponsorcd survc! appcars to base its Qwcst and C I K  business market sharc estimates on the number 
of customers. whereas TNS estimated Quest's shiirc of the small and enterprise husiness markets based on revenues. 
(Scc Scction 1.77 o f t h i s  declaration.) 

74 
hm:L\>i\u .c\ch~liin.com.;Ih,riil us \L,.ctiiin di.~ail.;~s~\'lilcmll)=X3 I I &catlI~=22OXSrlrctCall1~)=220. Scc Exhibit 

3. Pagc 15. 
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long distance service. integrated voice/data services and a wide range of features.” 

Additionally. in late 2005. Eschelon introduced its “Precision Flex-Pak” VoIP service_ 

which is provided over its own managed network. By June 2006, Eschelon reported that 

its “Precision FlexPak” service was exceeding sales expectations and represented 37 

percent ofthe company‘s total lines sold.’(‘ In November 2006, Eschelon announced that 

its percentage of hackhaul facilities carried over company-owned fiber had reached 52 

percent, and predicted that this percentage would continue to grow as the company 

initiated the next phase of its network expansion.” 

29. Level 3 is an international communications and information services company 

that has traditionally operated primarily as a major .‘carriers’ carrier,” offering wholesale 

telecom services to other communications providers. However, today Level 3 also offers 

a wide range of communications services to small and enterprise business customers, 

including internet Protocol (“IF”’) services: broadband transport, collocation services, and 

patented Softswitch-based managed modem and voice services. Level 3 touts its 

scalable, cost-effective, state-of-the-art optical network as being “ideal for 

communications-intensive companies“. The company also asserts that ”few providers 

REDACTED - FOR PUBLIC INSPECTION 27 

-.-. . ’.. I ~ ~ - ~ . __ _r__ ._...-I,______ 



oun the amount of available fiber infrastructure that Level 3 owns" and that as a 

consequence, "feu can claim to be as accommodating of future customer g r o ~ t h . , " ~  

Level 3 has established a specific marketing organization, the Level 3 Business Markets 

Group, to focus specifically on serving the small and enterprise business markets-a 

strategy that has been enhanced through Level 3's January 2007 acquisition of 

Broadwing Corporation. Broadwing operated as a CLEC serving small and enterprise 

business customers in a variety of U S .  markets, including the Minneapolis-St. Paul 

MSA. In discussing its Broadwing acquisition: Level 3 stated: 

The acquisition of Broadwing is consistent with both the Level 3 
wholesale market strategy as well as our more recent entry into the 
enterprise market. We believe the combination of Level 3 and Broadwing 
will create value for our investors through the elimination of duplicative 
network and operating costs. the addition of a solid revenue base, and a 
further strengthening of our financial position. Broadwing has made great 
strides with national enterprise customers as a result of their strong 
product portfolio and national sales teams. This creates an exciting 
opportunity for us to leverage both of these capabilities to accelerate the 
growth of Level 3's Business Markets Group." 

Level 3 has also partncred with Covad to deliver VoIP telecom services to the small and 

medium business market.'" This Covad-branded service is now available to any 

Minneapolis-St. Paul MSA customer with a broadband Internet connection, and 

represents a direct substitute for Qwest's retail voice services. With its acquisition of 
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Hroadwing. Level 3 now owns and operates a 39.500 mile fiber network.*' including over - fiber miles in Qwest wire centers in the Minneapolis-St. Paul MSAX2 

30. McLeodlJSA is a facilities-based CLEC providing a range of services to small 

and enterprise business customers in nearly 500 cities in 20 states. Based on the map 

posted to its website: McLeodUSA offers services to the following communities in the 

Minneapolis-StPaul MSA: Anoka. Blaine, Bloomington, Buffalo, Bumsville, Coon 

Rapids. Cottage Grove. Crystal. Eagan. Elk River, Forest Lake, Fridley. Maplewood, 

Minneapolis. Oak Grove. Plymouth. Shakopee, St. Paul. and S t i l l ~ a t e r . ~ ~  McLeodUSA 

describes itself as a provider of "integrated solutions for: 

Traditional local and long-distance services (including VoIP); 
High-speed broadband Internet access (up to 60 Mbps); 
Data networking solutions (e.g.. VPN services, facilities lea~ing).'"~ 

McLeodUSA's current product offerings are the result of a major business strategy shift 

that was announced by the company in June 2006. At that time, McLeodUSA began re- 

focusing the company's offerings around dynamic IP-based integrated voice and data 

broadband solutions for single and multi-location small and enterprise businesses, which 

i t  manages over "one of the largest competitive. fiber-dense networks in the nation."" In 

addition to its new focus on IP integrated services, McLeodUSA stated that it was also 
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“rapidly expanding its distribution channels and sales partners to help fuel market 

growth,.’x6 In October 3006. McLeodUSA introduced an expanded product suite of 

wholesale local voice and carrier data offerings, stating that it would leverage its 

“perxasibe fiber-optic network“ of 18.000 route miles and 650 central office collocations 

to provide both traditional and IP-based wholesale services.” According to GeoTel, 

McLeodUSA has approximately - route miles of fiber within the Minneapolis- 

St. Paul M S A . ~ ~  

3 1. POPP.com, which recently changed its name from POPP Telecom Corporation, is a 

privately owned. facilities-based CLEC serving thousands of business customers in three 

states, including Minnesota.’” POPP.com is headquartered in Golden Valley, Minnesota, 

which is within the Minneapolis-St. Paul MSA.9” The company offers a full range of 

voice and data services and Internet access to businesses in the Twin Cities, including 

local business lines: long distance, DSL: Tls, and Primary Rate Interface (“PRY) trunks. 

32. TDS Metrocom is a facilities-based CLEC providing local, long distance and 

high-speed Internet services to “friends, neighbors and businesses” in communities 
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throughout five states, including the Minneapolis-St. Paul MSA in Minnesota.” TDS 

Metrocom is a wholly owned subsidiary of Telephone and Data Systems, Inc. C‘TDS”), 

which also owns “IS ‘Teleconi. an ILEC serving customers in 30 states.92 In addition, 

.IDS owns 82 percent of 1J.S. Cellular, the nation‘s sixth largest wireless service 

provider.” TDS Metrocom primarily focuses on the small and enterprise business 

markets, and offers a wide range of telecommunications services including stand-alone 

business voice service. business local service packages, dedicated high capacity services, 

digital trunks. ISDN. long distance. dedicated Internet access, etcY4 

* -  
33. XO Communications provides both retail business and wholesale 

telecommunications services in the Minneapolis-St. Paul MSA. XO describes itself as a 

“full-service provider of communications services for small and growing businesses, 

larger enterprises and carriers“ that owns “a wealth of local fiber, DSL, fixed wireless, 

data networking. Internet and long-haul network assets.”” Minneapolis-St.Paul is among 

the 75 major U.S. metropolitan markets served by XO, and represents a major network 

node within XO’s 18.000-mile national fiber n e t w ~ r k . ~ ~ ~ ~ ’  XO announced in October 

2006 that it had aligned its businesses into two major segments-XO Business Services 
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and XO Carrier Services-to reflect its focus on both retail and wholesale customers." 

XO provides a wide range of local services for retail and wholesale customers, including 

basic voice business lines. business trunks, Centrex service, voice messaging, ISDN-PRI, 

directory assistance. foreign exchange service. long distance services, etc." In addition 

to its traditional voice services. XO actively promotes its VolP-based services provided 

\ ia its XOptions Flex product line.'"'' In addition, Nextlink, XO's wireless broadband 

service division. now offers a wide range of wireless broadband private line services, 

including DS3. OC-3 and OC-I2 sen ices to enterprise and wholesale customers in major 

markcts including Minneapolis. These offerings compete directly with high capacity 

services offered by Qwest.'"' 

34. In the Minneapolis-St. Paul MSA, the CLECs described above are squarely 

focused on delivering competitive local exchange services to an increasing share of retail 

customers. while at the same time reducing their reliance on Uh'Es purchased j?orn 

~ h l v s t .  The CLECs are realizing this goal by self-provisioning network facilities (either 

by wireline or wireless means). purchasing network capacity from other carriers 

(described later in this declaration), or by purchasing finished services such as Qwest 

Platform Plus or Qwest Local Services Platform from Qwest via business-to-business 

contractual arrangements. 

REDACTED - FOR PUBLIC INSPECTION 32 



IV. SPECIAL ACCESS. 

7 -  
-33. Special Access service can be utilized as a substitute for unbundled network 

elements. In fact, many landline-based competitors are purchasing Special Access 

services purchased from Qwest today in order to serve customers in the Minneapolis-St. 

Paul MSA. As of December 2006. competitors purchased over - Voice 

Grade Equi\;alent C'VGE.) lines in the Minneapolis-St. Paul MSA.'"* Of these VGEs, 

almost - are based on DSl Special Access, over - are based 

on DS3 Special Access. and the remainder are based on OCn and other Special Access 

scrvices. While Qwest does not have direct knowledge of the services CLECs provide to 

their customers via Special Access services, the fact that a significant proportion of 

Special Access services sold by Qwest to CLECs in the Minneapolis-St. Paul MSA are at 

a DSI and above level suggests they are being utilized to serve enterprise customers, who 

typically have the need [or a large number of access lines and/or telecommunications 

bandwidth capacity. The number of Voice Grade Equivalent circuits provided by 

competitors using Special Access services in the Minneapolis-St. Paul MSA exceeds the 

nuinher of VGE circuits provided by CLECs using unbundled network elements, Qwest 

Platform Plus and resale combined. In addition, revenues for Qwest Special Access 

provided to competitors in the Minneapolis-St. Paul MSA for the month of August, 2006, 

I111 
V(iI:s represent cqukalent voice channels: for exarnplr. a DSI is equivalent to 24 voice channels. a OS3 is 

cquivalent to 612 w i c e  channels. an OC3 is equivalent to 2016 voice channels. and an OCI? is equivalent to 8064 
Loicc channels. Special ACCCSS data is drawn fram Qwest's wholesale tracking systems and reflects data vintage 
Ilccernhcr 2006. 
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were over -. 

services ver! broadly in providing telecom senices in the Minneapolis-St. Paul MSA. 

It is clear that carriers are utilizing Special Access 

-36. It i s  also wort11 noting that, while Special Access is provided by Qwest throughout 

the Minneapolis-St. Paul MSA, competitive fiber has also been placed in most of these 

wire centers. as discussed in the following section of our declaration. This fiber can be 

used as an alternative to the purchase of Qwest Special Access services. In fact, almost - of the Special Access VGEs in the Minneapolis-St. Paul MSA are in wire 

centers that also have competitive fiber in place. 

V. FIBER-BASED COMPETITORS. 

37. A significant amount of fiber optic cable has been placed by competitive service 

providers in the Minneapolis-St. Paul MSA that can be used to bypass Qwest's network. 

.4ccording to G e ~ T e l , ' " ~  approximately - miles of fiber (excluding fiber 

owned by Qwest and Qwest's affiliates) have been placed in the Minneapolis-St. Paul 

MSA. and this fiber is owned by approximately 45 unaffiliated en ti tie^.'"^ Based on the 

2006 GeoTel data, at least one fiber-based competitor has facilities in - of 

It13 

infomiation systcm (GIs) .  Grol el's uniquc husiness strategy implements and converges the mapping of 
tilleciimmunications iiher and other telecommunications infrastructure with G I s  technologies. These two items 
integrated into onc digital data sct gives leveraze and insight into the competitive metropolitan fiber optic landscape 
across Amcricii." &n@ "wwu .CniCstOIC.Ci)ni:"TI,d~,cica~~pc~, icw Cat li.ns"?idCat~eiin=hh. 
I111 

apprnximatel? o c r ?  si* nrrnths. I lowever. CicoTcI docs not posses> complete data regarding cach iihzr-based 
cirmpelitor. and the data reported abovc is thcrcfnre likely understated. GeoTel data underlying the numbers above was 
providcd lo Qhesl i n  Octoher 2006. 

.Yicci'l e l  Communiciltions. Inc. is the leading provider of tclecommunicationz infrastructure data in a grographic 

(iei17ci continuall) uor!,s to u&te its data regarding fiher-based competitors and provides updatcd data 
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Qwest's wire centers in the Minneapolis-St. Paul MSA. and these wire centers contain 

oker - of Qwest's retail residential lines and over - of Qwest's 

retail business lines in the MSA. In addition, non-Qwest fiber is now being used to serve 

over - buildings in the Minneapolis-St. Paul MSA.Io5 

38.  According to the GeoTel data, some of the most significant alternative telecom 

fiber providers in the Minneapolis-St. Paul MSA include - 
Connecting Minnesota owns over - route miles of fiber in the Minneapolis-St. 

Paul MSA'"'. and the Minnesota Department of Administration, which is a party to this 

partnership. owns an additional - route miles of fiber within the MSA. 

According to a summary of this partnership posted to the website of the national Council 

for Public-Private Partnerships, Connecting Minnesota assigns 20% of its network 

capacity to stale and local governments telecommunications users, while the remaining 

80% of network capacity is "available for lease to telephone companies, long-distance 

108 ,109 , 
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